Introduction
This article presents Polish performance budget methodology and fi rst results of its implementation. The methodology is based on: the analysis of global achievements and failures in performance budgeting, Polish local governments' performance budget experience, private sector's experience in performance management, audit and accounting experience, experience in managing EU funds and lessons from the pilot projects. The results of the initial implementation stage are: defi ning tasks and subtasks specifying objectives and measures defi ned, and linking them with public expenditure, earmarked funds and expenditure of government agencies. At the moment Polish Ministry of Finance continues performance budgeting implementation on a basis of methodology presented in this article.
In November 2007 the World Bank prepared an assessment report on performance budgeting in Poland. In the comments concluding the document it was stated that "Poland has made considerable and praiseworthy progress in the development of enhanced performance budgeting which focuses on outcome and responsibility". It was emphasized that when developing a concept for Poland, the authors derived from the practice and experience of several European countries and OECD member states. This approach was considered practical, and appropriate for Poland's situation. D. Webber argues that the 2008 performance budget is constructed correctly in most of the key areas, including at the same time international best practices within state budget management.
Defi nition of a performance budget
In the authors' opinion the essence of the performance budget consists in introducing the management of public funds by objectives that are properly specifi ed and arranged in order to achieve specifi c results measured using a defi ned system of measures 1 .
In the performance budget it is possible to decide which tasks are most relevant to the implementation of specifi c objectives, and its measures show to what extent they have been achieved. Table 1 presents the major differences between the traditional budget and the performance budget in Poland. Source: own study
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New budgetary classification
Performance budgeting is a broader concept than traditional budgeting, as it covers the so-called performance part which supports long-term management by objectives.
Modern performance-oriented management of public expenditure is a challenge for Central and Eastern European Countries. The expenditure becomes an especially strong instrument of socio-economic policy in the integrated European Union. Common currency narrows the range of instruments of the monetary and fi scal policy that includes interest rates, exchange rates, taxes, expenditure, budget defi cit and public debt. It is public expenditure that starts to play the major role; taxes are being harmonized, whereas the budget defi cit and public debt are subject to limitations imposed by the Maastricht Treaty 2 .
The aim of introducing performance budgeting in Poland is to facilitate e.g. the maintenance of a low defi cit and implementation of the Lisbon Strategy. It is therefore included in the Convergence Programme and the National Reform Programme Implementation Document. The Convergence Programme developed in the years 2005/2006 stated in a chapter on public fi nance that "The government has begun to work on the proposal to implement a performance budget. This new structure of the budget should become a tool supporting effi cient management of public expenditure to ensure more transparency. Gradual performance-oriented approach to budget expenditure (or the entire public expenditure) should involve development of a long-term budget planning system in Poland. This long-term approach will enable government units to develop programmes oriented at accomplishment of certain tasks and to defi ne the target level of expenditure in those programmes." The same regulations have been introduced to the Convergence Programme 2008.
The reform implementing the performance budget as a modern system of management of public expenditure is a long-term project. The implementation itself is part-fi nanced by the European Union. The following amounts of expenditure are planned for the years 2007-2013 in connection with the process of implementing performance budgeting in the Polish public sector: EUR 64.3 million within the "Human Capital" Operational Programme Priority V "Good Governance" and within the HC OP technical assistance; EUR 10 million within the "Innovative Economy" Operational Programme Priority VII "Building and Development of an Information Society".
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Methodological foundations of the performance budgeting reform
Developing the methodology to construct a performance budget and defi ning the principles which the new budgeting system should meet requires a multidimensional analysis of experience in long-term budget planning and programming, and management by objectives in both public and private sector. Public fi nance systems vary with the country thus making it impossible to simply transfer foreign solutions to Poland without modifying them. A traditional budget is a plan of income and expenditure, revenue and outgoings. The expenditure is classifi ed in appropriate components of the budget classifi cation -parts, sections and chapters.
As already mentioned, performance budgeting is a broader concept, as it includes the so-called performance part supporting long-term management by objectives.
For each part of the budget, the methodology of performance budgeting identifi es the following levels of classifi cation: tasks and subtasks which are the responsibilities of appropriate units and group the expenditure by objectives, including targets. This performance classifi cation is based on activities -the expenditure and costs by paragraphs of the budget classifi cation.
A task is a major unit which groups separate areas of activity of the controller so that each task can be assigned one or more objectives, together with effi ciency and effectiveness measures. The task becomes, therefore, a multi-purpose category supporting management, budgeting and accounting.
The defi nition of tasks was considered in the performance budgeting methodology in Poland as a starting point for implementing performance budgeting. Ministries become the authors of their own classifi cations as those who are most aware of their information needs. The breakdown of the budget into a certain number of tasks and subtasks was a resultant of fl exibility in activity (spending), stabilization of the classifi cation and clarity -each budget part was broken down into 4 to 7 tasks. Each ministry has its own list of tasks.
The methodology of performance budgeting anticipates the defi nitions of objectives and measures for individual tasks and subtasks. The measures quantify the objectives to evaluate their achievement. Depending on the data and type of the task, output, outcome or impact measures were employed. The process requires appropriate knowledge, systems of gathering and analysis of information as well as experience.
The methodology of performance budgeting assumes that measures will become more and more important with time. Two stages of development and implementation of measure in performance budgeting were identifi ed:
Stage I -the years 2008 and 2009 (at least) -measures are instruments both accepted by the Minister of Finance and line-minister (heads of departments) and helpful in governing;
Stage II -measures are instruments which are not only acceptable and helpful in governing but also support distribution of resources in the budget. The stimulating and controlling role of measures should be anticipated within 2-3 years following the implementation of the complete performance budget.
An important role in the implementation of performance budgeting and assuring the best effects in improvement in managing public expenditure should be played by the Supreme Chamber of Control and internal auditing. Interesting in this aspect seems the experience of Supreme Chamber of Control in the Netherlands 11 .
Each budget task can be assigned directly the cost of employing resources (both human and tangible) essential to perform that task, the amounts transferred within the task to fi nal recipients and capital expenditure. While allocating direct expenditure to individual tasks it is important to bear the essentiality principle in mind. It is not advisable to strive to allocate all the costs of implementing a given task to that task but only those costs that will be regarded as essential because of their amount or type. For example, the allocation of paper or electric energy consumption costs to individual tasks may turn out to be unprofi table because it will be necessary to extend the record system for those costs and because they are small. It should also be mentioned that the methodology of performance budgeting separates the task "policy development and coordination". This task accounts for the expenditure on general activities, common for the tasks performed for the entire part of the budget or a unit performing tasks, which cannot be directly assigned to individual tasks. They refer mostly to management, or administrative and technical service of the controller, in particular: 1) coordination of the controller's activity, strategic and operational planning, or consulting for the minister, province governor or head of a central offi ce;
2) administration of tasks (for instance: HR department, accounting, controlling and auditing, archive, health and safety, civil defense); According to the draft Act on Public Finance, which Polish Ministry of Finance is currently working on, controllers responsible for individual budget parts would be obliged to develop a plan of income and expenditure for the given budget year and the following two years. The two-year planning cycle proposed was an effect of broad consultation with a number of experts in public fi nance and budgeting practitioners. Budzet…, op. cit, p. 63. It was assumed that the above documents would be required starting from the 2010 budget. From that year on, budgeting in Poland would be based on three-year strategic planning replacing the existing short-term approach to decision making concerning expenditure.
Effects of work on the performance budgeting reform observed in the years 2006-2007
The fi rst version of the performance budget was prepared for the year 2008. It should be emphasized here that province governors' performance budgets include up to 34 tasks to be performed on the regional level, in relation to the Those parts were considered to be included in the second stage of implementing performance budgeting. A part of this expenditure was not included due to its nature, e.g. 78. Foreign debt service, 79. National debt service, 82. Subsidies for local governments.
To illustrate the effects of the works on performance budgeting, the draft version of the budget prepared by the Ministry of Economy in the traditional and performance-oriented form has been presented in Table 2 .
The Minister of Economy administers only one part of the budget -20. Economy. Within this part, four major tasks are separated. In the traditional budget part 20 consists of 7 sections and 20 chapters, whereas the "Other activity" chapter appears three times. Other chapters indicate mainly institutions which receive resources from part 20, or sectors of the economy but the information is too general to allow detailed identifi cation of the tasks performed e.g. within mining. Performance budget aims to improve the effi ciency of performing public tasks and to raise the effectiveness of public expenditure. It would therefore be essential to identify the objectives of public expenditure earmarked for individual tasks and subtasks and their measures.
In many cases the measures proposed raise certain reservations. It should not be forgotten, however, that it is the fi rst attempt to defi ne measures for public tasks in Poland, and so they should be subject to natural verifi cation and enhancement focusing on developing a closer link to objectives. Table 3 presents the objectives and measures for tasks and subtasks performed by the Minister of Economy.
In the case of the task "Diversifi cation of energy supply sources and methods of energy production" and relevant subtasks, we are dealing with all the three types of measures: output, outcome and impact. For the subtask 2.1 output measures were employed, for subtask 2.2 -outcome measures, and for the remaining subtasks 2.3-2.4 as well as the task 2 itself -impact measures. Allocation of expenditure for budget tasks and consolidation of expenditure in performance budgeting Budget tasks are "modules" which transform expenditure from a traditional budget into a performance budget. The two types of budgets are linked by means of budget classifi cation chapters, those links being generally complex. A budget task includes usually expenditure grouped in several chapters of the budget classifi cation, whereas one chapter, on the other hand, is a part of several budget tasks. It refers mainly to chapter 75001 "Offi ces of central government administration bodies" and chapters "Other activity", where the last two digits are 95 (e.g. 75095, 92695). According to the principles defi ned in the budget notifi cation, the major tasks of given controller's activity are assigned expenditure classifi ed in individual chapters of the performance budget to essential activities, the so-called essential sections (e.g. section 926 -Physical education and sport, section 803 -Higher education, section 921 -Culture and protection of national heritage), as well as the expenditure in section 750 -Public administration, incurred in direct relation to performance of those tasks. It refers mainly to the following types of expenditure: personnel costs (paragraphs 401, 402, 403, 410, 411, 412, 413, 414, 417) , other current expenses (paragraphs 421, 430, 441, 442) , and capital expenditure (paragraphs 605, 606) -incurred by units responsible for performing the tasks.
In practice, depending on the fi nancial and accounting system used by individual controllers, in the case of section 750 "Public administration" the essential tasks include: 1) only personnel costs, estimated in a simplifi ed way with the following formula:
, where:
WOZ i -personnel costs allocated to a given task, WO -personnel costs incurred by the analyzed main controller, LP -number of employees working for the controller, LPZ i -number of employees working on a given task;
WOZ i = x LPZ i WO LP
2) only personnel costs, in the planned including salaries and charges for employees working on a given task;
3) total amount of current expenditure; 4) current and capital expenditure.
Due to the extent of the project, in the fi rst stage of implementation of performance budgeting, individual approaches of certain controllers to the allocation of expenditure from Section 750 to individual tasks were accepted. Simplifi cations made at this stage were inevitable. It triggered off, however, the evolution of accounting principles used by individual controllers. The fi nancial and accounting services of ministries have already begun works on the modifi cation of their recording systems so as to provide information on all the direct costs of individual budget tasks thus enabling the controllers to estimate the costs of operations of individual departments and units. Budget expenditure is related mainly to task performance and activity of the essential departments. Lack of information about the administrative costs they generate affects effi cient management, including control over their legitimacy.
After adjustment of accounting systems aimed at providing the information on direct costs generated by individual budget tasks, the next stage will involve implementation of the full cost accounting based on the activity based costing.
The principle of consolidation in a performance budget means "showing in the performance budget the expenditure incurred by those institutions, aimed at performance of a given task or subtask after their mutual settlements have been eliminated (e.g. subsidies from the ministry to an earmarked fund). It means including in the performance budget also own earmarked funds and the so-called government agencies as sources of fi nancing for a given task or subtask."
15 . Moreover, in certain cases the extra-budget sources of fi nancing include for instance: accounts of own income (the Ministry of Finance, the Ministry of State Treasury, the Ministry of Foreign Affairs, the Public Procurement Offi ce) foreign sources other than structural funds of the European Union (the Offi ce of the Committee for European Integration, the Ministry of Environment, the Ministry of National Defense, the Minister of Labor and Social Policy).
It shows that including earmarked funds and government agencies in the budget act does not exhaust the sources of fi nancing for public tasks.
Below the list of 14 institutions, for which consolidated fi nancial plans were prepared, is presented:
Ministry of Interior and Administration
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